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LIAM FRANKLY DEPRESSED BY THE IMPLICATIONS OF REFTEL. 

THE DEPARTMENT IS GOING TO BE FORCED TO "CONVEY A USG 
POSITION" IF GULF IS CADUCED NINE DAYS HENCE. AT SUCH 
TIME, THE POSITION SEEMS QUITE LIKELY TO BE THAT GULF 
HAS BEEN EXPROPRIATED AND IS DUE FULL COMPENSATION (STATE 
229301, PARA. 3; STATE 224454, PARA. 3). THIS POSITION, 

IN TURN, WILL PLACE THE USG AND THE GOE ON A COLLISION 
COURSE, IN WHICH BOTH COUNTRIES' INTERESTS WILL BE 
DAMAGED. 

2. IN THIS SITUATION, I BELIEVE IT IS INCUMBENT UPON THE 
DEPARTMENT TO TAKE A POSITION ON THE MERITS OF GULF'S 
NEGOTIATING POSTURE. TO DO LESS IS TO ABDICATE RESPONSIBILITY 
FOR THE PROTECTION OF US INTERESTS HERE. THESE INTERESTS, 

AS I HAVE STATED MORE THAN ONCE, WHILE NOT LARGE, DO 
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ACCEPTANCE, EVEN TACIT, OF AN LOS TREATY, PROTECTION 
OF OUR TUNA INDUSTRY'S ACCESS TO THE TUNA RESOURCES 
OFF ECUADOR'S COAST, OTHER US INVESTMENTS AND COMMERCIAL 
INTERESTS (INCLUDING TEXACO), AND MINIMIZING ECUADOR’S 
INCENTIVE TO PLAY THE TROUBLEMAKER IN INTERNATIONAL FORA. 

3. AS FOR THE PROTECTION OF GULF'S OWN INTERESTS, REGARDLESS 
OF THE GOE'S PAST SINS OF OMISSION AND COMMISSION WITH 
RESPECT TO THE OIL COMPANIES, THE GOE CANNOT ALLOW ITSELF 
TO BE PERCEIVED BY THE PUBLIC HERE TO BE LETTING GULF GET 

BY WITH WHAT TO ALL APPEARANCES IS AN ATTEMPT TO EXTORTION. 
NEVERTHELESS, THE GOE HAS INDICATED A WILLINGNESS TO WORK 
OUT A COMPROMISE ON THE DEPOSIT QUESTION PROVIDED THE 
APPEARANCE OF FULL COMPLIANCE BY GULF IS ACHIEVED. UN- 
FORTUNATELY, GULF PERSISTS IN UNDERESTIMATING THE GOE'S 
NEED TO PRESERVE ITS DIGNITY AND INDEED ITS TUNURE. IF 
GULF IS CADUCED NINE DAYS HENCE, GULF WILL IN LARGE 
MEASURE HAVE BROUGHT IT ON ITSELF BUT THE USG WILL 
BE CALLED UPON TO PICK UP THE PIECES. 

4. IN THESE CIRCUMSTANCES, I BELIEVE THE DEPARTMENT HAS 
AN OBLIGATION TO LOOK BEYOND THE LEGAL PROS AND CONS OF 
GULF'S CASE AND TAKE INTO ACCOUNT THE FACT THAT BY 
WITHHOLDING $50 MILLION IN DEPOSITS GULF HAS CREATED A 
SITUATION IN WHICH THE ABILITY OF THE USG TO DEFEND 
GULF EFFECTIVELY (I.E. POLITICALLY) SHOULD TI BE 
CADUCED, WILL BE EXTREMELY WEAK. 

5. THAT IS THE POSITION I HAD HOPED THE DEPARTMENT 

WOULD HAVE TAKEN WITH GULF, AND ARE THE THOUGHTS I INTEND TO 
CONVEY TO GULF OFFICIALS FROM CORAL GABLES WHEN I SEE THEM 
TOMORROW. I WILL, OF COURSE, IN LINE WITH REFTEL, MAKE IT 
Cl EAR THAT I AM EXPRESSING ONLY MY PERSONAL VIEWS. 

6. LET ME EMPHASIZE THAT I WILL CONTINUE TO TAKE A FIRM 
LINE VIS A VIS GOE OFFICIALS REGARDING THE VALIDITY OF 
GULF'S GRIEVANCES, THE PROBABLE UNFAVORABLE CONSEQUENCES 
FOR ECUADOR SHOULD GULF BE CADUCED, AND THE NEED TO 
WORK OUT AN AMICABLE SETTLEMENT. 

BLOOMFIELD 
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